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Reconstruction in the Cotton Trade 
By JOHN A. TODD, M.A. 

Lecturer in Economics, Balliol College, Oxford, Author of The WVorld's Cotton Crops, 
Statistician to the World's Cotton Conference, 1921 

THE problem of reconstruction in 
the cotton trade is, in the writer's 

view, fundamentally a question of the 
supply of raw material, rather than 
of manufacturing capacity, or of the 
world's desire to consume, or power to 
pay for the goods. As will be seen 
from the tables annexed, the world's 
active spindleage today is substan- 
tially above pre-war figures, even 
after deducting the spindles in coun- 
tries such as Russia, which are for 
the time being entirely out of com- 
mission; and the actual consumption 
of all kinds of cotton during the past 
season has been at the rate of 92.5 per 
cent of pre-war figures (1912-13), 
while the world's crops for 1921 were 
only about 70 per cent of those of 
1912. 

The problem of the raw material 
supply is not a new one in the cotton 
trade. As early as the beginning of 
the century those who took a long 
view of world conditions had become 
seriously alarmed about the prospects 
of supply in the future. The world's 
crops were increasing at a fairly rapid 
rate, but the potential demand for 
cotton was increasing still faster, and 
it was felt that the time might not be 
far distant when the point of actual 
scarcity would arrive. By 1914, this 
feeling had been considerably in- 
tensified on account of the development 
of the situation in the American 
Cotton Belt. Owing to the rising 
cost of production, particularly the 
increased labor cost, many of the 
planters were finding it difficult to 
make ends meet, especially in those 
years when, owing to a bountiful 

crop, prices were inclined to sag. As 
the possibility of diversification was 
increasing, even in those parts of the 
Belt which hitherto possessed no 
other money crop but cotton, the 
compulsion to grow cotton was less- 
ened, with the result that cotton 
prices had developed a peculiar cycle. 
A big crop meant a lowet price, which 
was promptly followed by a curtail- 
ment of the acreage in the following 
year. Other things being equal, this 
meant a short crop and a rise in price 
again. This state of afiairs was un- 
questionably bad for everyone con- 
cerned. The manufacturers and users 
of cotton had no sooner got accus- 
tomed to what they regarded as a 
reasonable level of prices, which en- 
abled them to increase their output 
and spread their connections, when 
the rise of price checked business 
again. As a result of these conditions 
it was strongly felt in Lancashire 
that the world required not merely 
a steady increase of the total cotton 
supplies, estimated at about a million 
bales per annum, cumulative, but also 
that the new sources of supply should, 
as far as possible, be developed in 
other parts of the world where the 
labor supply would be cheaper, and, 
particularly, where the climatic vari- 
ations would at least not be the same 
as those in the United States; so that 
a bad year in that part of the world 
might be set off by more favorable 
conditions elsewhere. 

These pre-war conditions were in- 
tensified by the war. The first effect 
of the war in Europe was to cause a 
heavy fall of prices, which resulted 
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in a sharp reduction of cotton acreage 
everywhere (except Russia) in 1915; 
and roughly speaking, this state of af- 
fairs continued in most cotton countries 
throughout the war, the world's sup- 
plies being reduced by about 20 per 
cent. On the suspension of hostil- 
ities it was hoped that there would be 
a quick return to normal production; 
but, unfortunately, the post-armistice 
slump again seriously discouraged the 
planters, and led to a comparatively 
small acreage in 1919. As it happened, 
the weather in the Southern States 
that year was, on the whole, unfavor- 
able, especially during harvest time, 
and the crop was well down to the low 
average of the war-12,218,000 bales, 
including linters. The trade was there- 
fore in a very bad position to meet 
the extraordinary increase of demand 
which broke over the whole world 
like a tidal wave during the winter of 
1919-20. In the case of cotton goods, 
the difficulty was not primarily raw 
material, because, owing to the effects 
of the war and other disturbances, 
e.g., the devastated areas in France 
and Belgium, the revolution in Russia, 
the difficulty of getting raw material 
into enemy countries, and the re- 
duction of the hours of labor through 
the general adoption of an eight-hour 
day, the world's capacity to produce 
cotton goods was substantially re- 
stricted. If it had been otherwise, 
and the manufacturers had been able 
to accept anything like the whole 
of the offers with which they were 
inundated, the world's available cotton 
supply would have been eaten up in 
six months; even as it was, the ap- 
parent approach of shortage sent 
cotton prices sky high, and levels were 
touched almost equal to the more or 
less mythical records of the cotton 
famine of the sixties, and the still 
higher levels of the early nineteenth 
century, due to the Napoleonic Wars 

and the consequent troubles between 
England and America. 

When the slump came in the spring 
of 1920, as the result of the adoption 
of a deliberate policy of deflation 
in the United States and Great Britain, 
the cotton trade was one of the first 
to feel the effects, and middling 
American cotton in New York fell 
from 43.75 cents in July, 1920, to 
10.85 in June, 1921, which was well 
below pre-war prices. Once more the 
old vicious circle came into play. 
In 1921, the cotton acreage in the 
United States was again severely 
restricted, although there is, unfor- 
tunately, no certainty as to the extent 
of the reduction, owing to an extra- 
ordinary muddle with regard to the 
estimates of acreage. But it is clear 
that the acreage in 1921 was at least 
18 per cent less than the figures 
touched in pre-war years (30,509,000 
acres harvested, against 37,089,000 in 
1913), and from this area a crop of 
only 8,375,000 bales (including linters) 
was gathered, being the smallest crop 
since 1895, while the average yield 
per acre, 124.5 lbs., is the lowest on 
record. Yet even this unprecedented 
reduction of the supply failed to main- 
tain a sufficiently high level of prices 
during the winter of 1921-22 to per- 
suade the cotton planters to return to 
pre-war acreages in 1922. The reason 
was that, owing to the extraordinary 
strangulation of demand during the 
season 1920-21, there remained at 
the end of that season, an absolutely 
unprecedented world's carryover of 
American cotton of nearly ten million 
bales; while the ideas of the whole 
trade with regard to consumption had 
been brought down to such a low level 
that most people had ceased to con- 
sider the comparison with pre-war 
figures, and were inclined to think 
that the world had entered upon a 
new phase of poverty, as the result 
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of which consumption could never 
again hope to touch pre-war levels. 
That idea, however, was quickly 
modified by the unexpected recovery 
of the demand during the season 
1921-22. The International Feder- 
ation statistics show that the world's 
total consumption of American cotton 
for the season was fully thirteen 
million bales (including linters), so 
that the excess of consumption over 
production had in one season wiped 
out the abnormal carryover of the 
previous season. Thus the results 
of one season, entirely abnormal in 
regard to demand, had been com- 
pletely reversed by another, equally 
abnormal in regard to supply. 

It would be out of place here to dis- 
cuss the general arguments with re- 
gard to the policy of deflation; but 
the one aspect of that question which 
the writer desires to stress is that, 
so far as cotton was concerned, the 
fall of prices was certainly not due 
to the return of world conditions to a 
state of normal supply, though the 
fact of the 1920 crop being relatively 
large had helped in that direction. 
As a matter of fact the crop of 13,- 
750,000 bales in that year was the 
largest since 1914, though still far 
short of pre-war record figures (17,- 
000,000 bales in 1914). Unfortunate- 
ly, instead of this recovery continuing, 
the 1921 crop provided the climax 
to the whole policy of restriction, 
and the question now is, what is going 
to happen in the future? 

As regards the immediate future the 
question turns on the outcome of the 
1922 crop. The acreage shows an 
increase of about 10 per cent, leaving 
it still distinctly short of pre-war 
records, but the season so far has been 
unfavorable, especially in one respect. 
The disastrously low average yield 
of the 1921 crop was due very largely 
to the depredations of the boll weevil; 
but it now appears that the damage 

due to this source may be at least as 
bad this year, and the fact has to be 
faced that the boll weevil has intro- 
duced an entirely new factor into the 
problem. This pest has now covered 
practically the whole Belt, and it has 
reduced the average yield from some- 
where in the neighborhood of 200 lbs. 
per acre to something nearer 125. 
The consequences are extremely serious 
in more ways than one. Such a re- 
duction of the yield per acre means not 
only a substantial reduction of the 
world's cotton supply, but it also means 
that the cost of production of the 
American crop, which still practically 
rules the world price of cotton, has 
been substantially raised. Before the 
war, the writer had calculated that, 
unless the price of cotton in New 
Orleans was about twelve cents a 
pound, it did not pay many of the 
growers, especially in Texas. It is 
impossible to say now what the cor- 
responding figure would be under the 
changed conditions both of yield and 
cost of production; but probably 
somewhere about twenty cents would 
be nearer the truth, and, even at that 
price, we cannot hope for an acreage 
more than pre-war, or a crop of much 
over ten million bales except in very 
favorable seasons. Had anyone pre- 
dicted such a situation in the years 
before the war, he would have been 
regarded as a pessimist to the verge 
of lunacy. 

Nor is there any material hope 
of relief from existing stocks. The 
world's carryover has now been re- 
duced to about five million bales at 
the end of the season, as against 
about four million bales in pre-war 
times. There may, therefore, be still 
a small margin available to supplement 
the shortage of supply for this season, 
but that is all. It means, in effect, 
that this year's crop must be ap- 
proximately sufficient to meet next 
winter's consumption. What then are 
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the prospects with regard to the 
world's consumption in the immediate 
future? 

On this point the trade is well sup- 
plied with statistical material. The 
International Federation for some 
time before the war had been providing 
fairly complete and reliable statistics 
of the consumption of cotton through- 
out the world, based on direct returns 
from the actual spinners in every 
country. As these returns cover a 
very large proportion of the world's 
total mill spindles, it is possible to 
estimate from them the total world's 
consumption of cotton of all kinds, 
and to compare these totals with the 
world's production of cotton in each 
season. This balance of production 
and consumption is shown in Table 
A, annexed. During the period of 
the war the Federation statistics, 
of course, could not be collected and 
the other sources used in this table 
must be taken with reserve; but it is 
possible to bridge over that gap in a 
way, by carrying on the statistics 
relative to American cotton alone, 
which are much less likely to be un- 
reliable. This table brings out very 
clearly the extraordinary fluctuations 
in the balance, which swings heavily 
from excessive supply to excessive 
consumption; and it is very interesting 
to notice the effect on prices. For 
this purpose the season's average 
price of American cotton in Liverpool 
is given, and also (in order to get rid, 
as far as possible, of the effects of 
inflation) the same figures discounted 
by the general level of prices, as shown 
by the Board of Trade Index Numbers. 

For the present, however, the most 
interesting point is to compare the 
post-war consumption with the pre- 
war, and statistics for this purpose 
are given in Table B, showing sepa- 
rately the world's mill consumption 
of American cotton alone, and of all 
kinds. Roughly speaking, the result 

is as follows: during the boom of 
1919-20 the world's consumption rose 
to about 83 per cent of the pre-war 
figures, the shortage being largely 
accounted for by the reduced hours of 
labor, but the distribution of the total 
throughout the world was very un- 
equal. Great Britain was 82 per cent, 
the Continent only 41.6 per cent but 
America was 112 per cent and the rest 
of the world 114.5 per cent. In the 
following season, 1920-21, which cov- 
ered the worst of the slump as well as 
the coal and cotton strikes in England, 
the world's total was 78.4 per cent. 
England being down to 47.4 per cent, 
while the Continent had risen to 60.3 
per cent. The United States had 
fallen back to 85 per cent, but the rest 
of the world was now up to 126.2 per 
cent. But during the season now 
just closed, namely, to July 31, 1922, 
an extraordinary recovery was made, 
the world's total being 92.5 per cent, 
while England was 67 per cent and 
the Continent 68.0 per cent. The 
United States was 103.1 per cent while 
the rest of the world was 140.4 per 
cent. As a matter of fact, the figures 
of the second half year to July 31, 
1922, were even better than those 
for the whole season, the improvement 
having been progressive throughout. 

From these figures, it will be seen 
that while the slump of 1920-21 very 
seriously affected the industry in 
Great Britain and the United States, 
the rest of the world was still going 
steadily ahead during that period. 
In other words, the countries which 
applied the doctrine of deflation had 
to suffer very severe trade depression, 
which did not affect the oriental 
countries to anything like the same 
extent, while most of Europe escaped 
any such depression by continuing 
more or less their policy of inflation. 

It remains then to apply these facts 
in the attempt to forecast the prob- 
able future. So far as England and 
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the Ulnited States are concerned; 
the period of deflation is now ap- 
parently over, and, barring anything 
entirely unforeseen, they may be 
expected to continue the process of 
recovery which has been going on for 
the last twelve months. It must be 
remembered, too, that American con- 
sumption is now a good deal more 
than pre-war, their spindleage having 
been increased by 17.3 per cent since 
1913. The position of India and Japan 
and other non-European countries 
is similar, their spindleage having 
been increased by 40 per cent (4,982,- 
000 spindles); but this means a rela- 
tively large increase of consumption, 
because these countries use more bales 
of cotton per thousand spindles than 
any other countries in the world, 
and Japan and India are still laying 
down new spindles as fast as they can 
get them. India, particularly, is ap- 
parently determined to follow out the 
policy of protection of her local in- 
dustry. As for the Continent of Eu- 
rope, it is very probable that Germany 
and other countries in a similar 
position, where the industry has lately 
enjoyed a fictitious prosperity, will 
have to face a very bad time when 
their process of deflation or stabiliz- 
ation of currencies begins; but whether 
the consequent reduction of their 
consumption will be serious from the 
point of view of the world's total, it is 
difficult to say. As regards England, 
she has much to gain and probably 
something to lose from the develop- 
ments which still lie in the future. 
It is very noticeable that during the 
past season her exports to India, 
first of yarns and then of piece goods, 
have shown a most astonishing re- 
covery, but whether this is likely to 
continue or not, it would be very hard 
to say. On the whole, however, the 
probability is that England's consump- 
tion will not again sink below recent 

figures, unless prices rise high enough 
to check consumption seriously. 

One other important country is 
Russia, where the consumption of 
cotton in pre-war days was very sub- 
stantial, but statistics in Russia are 
now of almost no value. In any case, 
the importance of Russia's position 
in the world's consumption is greatly 
minimized by the fact that a consider- 
able part of her consumption was local 
cotton grown in Transcaucasia and 
Russian Turkestan, and that crop 
has suffered, if anything, a more com- 
plete eclipse than the Russian cotton 
industry. The one, therefore, may 
be set against the other, and, practi- 
cally speaking, Russia might almost 
be excluded from the world's statistics. 
As it is, she is only credited in Table B 
with 1,100,000 active spindles, as 
against 9,213,000 before the war. 

To sum up, the recovery of the 
world's consumption during the past 
year has been much more rapid than 
any one expected, and the world is 
now consuming cotton at the rate of 
more than 90 per cent of the 1912-13 
figures, while the production of cotton 
in 1921 was only at the rate of about 
70 per cent, and this year is not likely 
to exceed 75 or 80 per cent of the 
1912-13 crops. It does not need much 
arithmetic to realize that this is a 
state of affairs which cannot continue. 
If the world's crops do not, within the 
next year or two, make a very re- 
markable recovery from their recent 
low figures, then the world will simply 
be compelled to reduce its consump- 
tion by the fact that the cotton will 
not be there to consume! Then the 
old laws of supply and demand will 
have to settle the question again, and 
the price will have to rise to such a 
height as will limit the consumption 
to the supply available. He would 
be a bold iilan who would prophesy 
what that price will be. 
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TABLE A-BALANCE OF PRODUCTION AND CONSUMPTION, 1904-22 

(in running bales-000's omitted throughout) 

Season 

1904-05.............. 
1905-06.............. 
1906-07.............. 
1907-08.............. 
1908-09.............. 
1909-10.............. 
1910-11.............. 
1911-12 .............. 
1912-13.............. 
1913-14 ............ 
1914-15............. 
1915-16.............. 
1916-17.............. 
1917-18.............. 
1918-19.............. 
1919-20.............. 
1920-21 ........... 
1921-22............. 

World's 
Active 

Spindles 
(000's) 

115,380 
120,176 
128,959 
131,503 
133,384 
137,279 
140,693 
143,453 

133,279 
141,485 
147,433 

World's Crops and Consumption 

Mean Mean 
Commercial Mill Con- 

Crop* sumption* 

19,295 
16,927 
20,554 
17,140 
19,780 
16,888 
18,528 
21,699 
20,883 
22,441 
23,168 
18,816 
19,311 
18,042 
17,936 
19,669 
18,775 
15,000t 

16,669 
17,621 
18,892 
18,615 
19,162 
18,408 
19,354 
20,763 
21,612 
21,250 
20,361 
20,844 
21,355 
18,829 
18,260 
19,243 
18,376 
21,1501 

Balance 

+2,626 
- 694 
+ 1,662 
-1,475 
+ 618 
-1,520 
- 826 
+ 936 
- 729 
+1,191 
+2,807 
-2,028 
- 2,044 
- 787 
- 324 
+ 426 
+ 399 
-6.150 

American Crop and Consumption Thereof 

Crop 
(Census 
Bureau) 

13,697 
10,726 
13,305 
11,326 
13,432 
10,386 
11,966 
16,109 
14,091 
14,614 
16,738 
12,013 
12,664 
12,345 
12,817 
11,921 
13,700 
8,375 

Consumption 
(Hester) 

12,664 
12,081 
13,20g 
12,112 
13,157 
11,754 
12,054 
14,515 
14,715 
14,541 
13,834 
14,812 
13,906 
12,282 
10,535 
12,670 
10,500 
12,804 

Balance 

+1,033 
-1,355 
+ 102 
- 786 
+ 275 
-1,368 
- 88 
+1,594 
- 624 
+ 73 
+2,904 
-2,799 
-1,242 
+ 63 
+2,282 
- 749 
+3,200 
-4,429 

Season's Average Price of 
American Middling Cotton 

in Liverpool 

Actual Discounted a 0 

(in pence per lb.) 

4.93 5.03 s 

5.94 5.78 O 
6.38 5.94 z 
6.19 5.92 
5.50 5.31 q 
7.86 7.38 m 
7.84 7.19 
6.09 5.43 
6.76 5.43 3 
7.26 6.21 O 
5.22 4.00 t 
7.51 4.55 3 

12.33 5.74 I 
21.68 8.50 U 

19.73 7.00 
25.31 7.51 
11.89 3.94 
11.37 5.67 

* For details see statistics in "Official Report of the World Cotton Conference, Liverpool, 1921." 
t Estimated. 
t Federation figures only, not including linters in U. S. A. 



TABLE B-TOTAL WORLD'S CONSUMPTION OF COTTON, 1912-21 

(a) American (b) All Kinds 
Calculated from the Returns of the International Cotton Federation 

(in running bales-000's omitted) 

Year to August 31, 1913 Year to July 31, 1920 Year to July 31, 1921 Year to July 31, 1922 

Country Active Consumption Consumption Actie Consumption Active Consumption 

Spindles American Total Spindles American Total Spindles American Total Spindles American Total 

Great Britain........... 
Percentages on 1913.. 

Germany .............. 
France ................. 
Russia ................. 
Poland and Finland...... 
Austria ................. 
Czecho-Slovakia ........ 
Italy ................... 
Spain .................. 
Belgium ............... 
Switzerland ............ 
Other European........ 

Total Continent..... 
Percentages on 1913.. 

U. S. A................. 
Percentages on 1913.. 

India.................. 
Japan.................. 
Canada. .. ... 
Others ................. 

Total ............. 
Percentages on 1913 .. 

55,653 3,667 4,274 56,900 2,891 3,513 56,141 1,678 2,024 
102 78.5 82 101 45.6 47.4 

56,605 2,277 
101.7 62.1 

2,864 
67.0 

11,186 1,355 1,700 5,620 382 521 7,620 644 897 9,500 911 1,194 
7,400 806 1,010 7,360 671 822 7,647 583 726 8,478 799 1,037 
9,213 487 2,508 No statistics 750 ...... 926 1,100 25 623 
Includ ed under R ussia 989 61 73 1,401 125 162 1,439 203 254 
4,909 627 837 No statistics 1,140 54 94 1,023 87 113 
Included under A ustria 1,603 86 98 3,583 208 260 3,549 308 369 
4,600 571 790 4,340 549 740 4,506 562 795 4,560 572 800 
2,000 285 358 1,800 305 390 1,806 224 298 1,806 294 363 
1,492 171 257 1,467 159 235 1,548 113 211 1,630 136 243 
1,398 65 98 1,460 57 84 1,531 55 83 1,519 55 88 
1,658 272 314 1,815 272 311 1,803 235 297 1,860 222 282 

43,856 4,639 7,872 26,454 2,542 2,274 32,585 2,803 4,749 36,464 3,612 5,366 
60.3 54.8 41.6 74.3 60.4 60.3 83.0 78.1 68.0 

31,505 5,553* 5,719 35,499 6,010t 6,425t 36,478 4,672t 4,860t 36,943 5,615t 5,8961 
112 108 112 116 84.5 85.0 117.3 101.1 103.1 

6,084 94 2,177 6,420 0.5 2,046 6,763 27 2,243 6,871 55 2,314 
2,300 425 1,589 3,155 709 2,084 4,127 622 2,122 4,646 795 2,372 

855 113 113 681 118 118 1,100 147 149 1,051 156 156 
3,200 16 1,121 4,170 ....... 1,480 4,291 79 1,796 4,853 239 2,182 

12,439 648 5,000 5,000 827 5,728 16,281 875 6,310 17,421 1,245 7,024 
115.9 128.6 114.5 130.9 135.0 126.2 140.1 192.1 140.4 

World's Total ....... 143,453 14,507 22,865 133,279 12,270 18,940 141,485 10,028 17,943 
Percentages on 1913 93 84.5 83 98.8 69.1 78.4 

147,433 12,748 21,150 
102.7 87.8 92.5 

* Including linters, 303,000 bales. 
t Not including linters, 342,000 bales in 1919-20 

516,000 " " 1920-21 
594,000 " " 1921-22. 
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